Introduction
One of the main characteristics of transition economies (TEs) was their modest integration with the world economy. The deregulation, privatisation and liberalisation that accompanied transition have sped up the internationalisation process, with the initial wave of inward internationalisation being faster and greater in volume than outward internationalisation. In spite of the rapid development of outward investing at the end of the 1990s the process led to large differences among transition countries and in many of them the potential of internationalisation has not yet been fully exploited. 1 The new transition EU members are, apart from Russia, the main outward investors among TEs.
Outward foreign direct investment (FDI) from TEs has, with few exceptions, 2 for a long time been a totally ignored topic partly because it is marginal in terms of its share in world outward FDI or even at the EU level. However, the growth rates clearly indicate that the internationalisation of new European member states (NMSs) is developing very fast. The growth rates of outward FDI made by these countries are the fastest, even when compared to those made by emerging economies.
The objective of this paper is to fill in some gaps in the literature in this area by updating some previous research in the field and introducing some new aspects. It overviews the development of outward FDI in NMSs, particularly those from TEs, and their major characteristics and implications. In most of the analytical parts evaluating the motives and effects we mostly concentrate on just 5 TE NMSs due to a lack of data on Latvia, Lithuania and Slovakia. Up-to-date macro data will be evaluated, while analytical data based on questionnaires stems from research conducted in 2001.
The paper is organised as follows. The next section evaluates the relative importance of outward FDI from NMSs and the geographical allocation. Section 3 concentrates on trends including the evaluation of the IDP pattern of outward FDI. Section 4 moves on to identify the major competitive advantages and investors' strategies. In Section 5 we provide an evaluation of outward FDI performance. Section 6 discusses specific issues like the role of SMEs in internationalisation, indirect investment and compares the results of investors with those of exporters and non-investors. The paper concludes with some general conclusions and policy recommendations.
Relative importance of outward FDI from NMSs
The shares of FDI from NMSs are gradually rising but are still marginal compared to incumbent EU members. The share of NMSs in the outward FDI stock of the EU-25 increased from 0.1% in 1990 to 0.19% in 2004 . The outward FDI stock of NMSs grew 21-fold in the 1990-2004 period, and 3.3-fold since 2000. The relative importance of Cyprus and Malta in such inward and outward FDI stock within the group of NMSs is smaller when it comes to inward FDI and quite important in the case of outward FDI. In the case of inward FDI flows account for 0.8% and 5% in terms of inward stocks. The role is much greater when it comes to outward FDI (mostly financial investment) where shares within NMSs are 18.2% (flows) and 16.6% in the case of stock (2004) . NMSs have a determining influence on the overall performance of both inward and outward FDI positions but exert less of an influence when it comes to outward FDI.
Major FDI indicators
In the pre-transition period and even upon starting the transition in 1990 NMSs were almost not present on the map of FDI. Today they constitute a modest part of global trends. Inward FDI, as theory predicts, are much more important (12.4 times) compared to outward FDI stock. However, their growth rates are very high, in some of them even higher than inward FDI, which indicates that some balancing in the long term can happen. The higher growth rates of the outward FDI of NMSs seems to be a manifestation of the stronger impact of external globalisation factors (this is not the case for the early comers to internationalisation from OECD countries but it is for emerging countries) and small-market push factors. Namely, with the exception of Poland, all NMSs are small countries. Internal push factors also included a quite sudden change to the system and consequently opened doors for outward FDI which was previously mostly not allowed at all. In the case of the OECD, investors foreign developments have been much more gradual. In spite of the relatively rapid growth of outward FDI by firms from NMSs and the relatively higher importance of inward FDI, their net investment position is still moving downwards while incumbent members of the EU are investing abroad much more than they are hosting foreign investment at home. Four trends are obvious. The first is that the growth rates of NMSs are on average more than 3 times greater than those of the EU-15. The second is that small NMSs are moving faster. Poland as the only large country among them has recently been catching up. The fourth is that outward FDI flows are still oscillating but stock is constantly growing as is their role as a share of GDP. Outward FDI flows have only really picked up in the last 2-3 years in almost all countries, particularly Poland and Lithuania (from very low levels) and the Czech Rep. while in Hungary they have been oscillating up and down in the last 3 years. The least developed among them -Lithuania and Latvia -are the only ones to substantially lag behind in terms of growth and volume but less so in terms of the share of outward FDI in GDP. With the exception of Latvia and Slovakia, the importance of outward FDI in GDP is growing substantially, particularly in non-transition NMSs, Cyprus and Malta but also Estonia, Slovenia and Hungary. The top three ranking countries mainly invest abroad in financial services 3 and therefore do not have such a strong real-sector restructuring impact. Second, small countries are investing abroad more than larger members. Although outward FDI is still relatively modest it is nevertheless also playing an increasingly important role in gross fixed capital formation (GFCF); Malta is the only exception here although it experiences strong oscillations. However, their role is still lagging well behind their role in GFCF in the case of the EU-15. The underlying issue when looking at the role of FDI outflows in GFCF is the concern as to whether outward FDI is a substitute for local investment and/or it enhances the investment base of the home country by improving productivity and consequently increasing GDP. Globerman and Shapiro (2006) found no evidence that outward FDI and GFCF are substitutes. Outward FDI is unlikely to be a significant constraint on domestic capital formation. They claim (2006; 37) it is even more plausible that such capital formation is mildly encouraged.
The results of our empirical research (survey) lead us to assess that outward FDI has not acted a substitute for local investment. Outward FDI has, for instance, not crowded out domestic investment in Slovenia: regression analysis shows a positive and statistically significant correlation between outward FDI and investment in a parent firm (Jaklič, 2001) . However, there is always a danger that a certain part of outward FDI would qualify as speculative investment, making candidates for a substitution effect. This may be stronger when compared to similarly developed industrial countries. Some financial investment may fly abroad just to seek tax havens or to avoid paying taxes on the personal incomes of owners 4 (a new wave of system/tax-evading outward FDI).
Geographical allocation of outward FDI from NMSs
Geographical orientation is an important aspect of outward FDI in terms of two aspects; first, to indirectly indicate the type of firm specific advantages (FSA) of these countries' firms and, second, to be a basis for the evaluation of the potential restructuring impact of such investment on the EU. The assumption is that the domination of outward FDI in countries at a similar or lower development level would indicate the relatively weaker competitive position of investing firms. A low share of such investment in EU members would also be an indication that such investment can only have a very modest impact on restructuring processes within the EU-25.
Following the argument that market-seeking investments usually dominate the FDI stage one would expect most of the FDI of NMSs in major partner countries, i.e. in the EU. Yet this is not the case. The geographical spread of outward investment shows a strong regional concentration in countries at a lower or similar development level, with a similar history (socialist countries even being part of the same countries) with the presence of strong national minorities (like the strong role of the Chinese population abroad in the case of China's investment abroad) and similar economic structures and traditions. The domination of other Central European Economies (CEEs) as host countries can be explained by two factors: previous export experience and historical and cultural proximity. Countries such as the Czech Republic and Slovenia previously formed part of larger countries, i.e. Czechoslovakia and Yugoslavia, which gives them certain advantages in these markets as investment locations. These location-specific factors are complemented by the ownership-specific advantages of the investing firms (strongly home-country-location-based) which reinforce such a regional orientation of outward FDI. The reason is that the FSA are just not of the kind or strong enough to make outward FDI in the OECD possible.
On the other hand, asset-augmenting outward FDI in order to complement an investing firm's skills with those available in the EU are still not developed at this historical stage of outward FDI. Keeping market shares, outward FDI as a trade-support mechanism, following the customers, clients in standardised products/services (customisation) have dominated among the drivers of outward FDI. Only lately have cost considerations been gaining in importance parallel with the erosion of the competitive/comparative advantages of firms/countries (knowing how to do business is a perishable factor). Other underlying factors were the enhancing of scale and scope economies in more standardised products/activities.
The main locational advantages of target markets are therefore:
• similar tastes and markets in general;
• knowing and understanding the consumer, distribution channels, the ability to adjust, to communicate; • established business ties, networks;
• less foreign competition; while foreign (developed economy) MNEs serve a narrow top market segment, regional MNEs (those originating from TEs are more capable of adjusting);
• knowing informal institutions, overcoming institutional gaps is easier than for foreign competitors; and • poor enforcement of contracts and intellectual property right protection which may be an invitation to invest abroad to protect market position or prevent imitation by local firms.
Outward FDI trends and developments
When analysing outward FDI by NMSs we must take into consideration that they are very heterogeneous as regards economic development, the advancement of economic and political reforms, openness, or the choice of economic model. Another important source of differences might be the size of the economy. A small domestic market might have sped up the initial stages of outward internationalisation but results more in the creation of regional MNEs, while large domestic markets more frequently offer opportunities for new global players.
Trends
The real take up of outward FDI from NMSs began at the end of the 1990s and sped up after 2000 (see the Appendix). Two drivers were decisive; transition as an internal one and enhancing globalisation as an external one. The comparative analysis of NMSs shows that their net investment position has been slowly deteriorating but recently improving. Russia is the closest to a balance while other TEs are gradually deepening their net investment position. Such trends are more the result of higher inward than lower outward FDI from the NMSs. The rate of FDI inflow is gradually decreasing while the rate of FDI outflow is gradually beginning to grow. 
Outward internationalisation as an evolutionary process
Dynamic models of internationalisation such as the Uppsala model and investment development path/IDP predict that outward FDI is a function of the development level of the country whose net investment position depends on the GDP per capita. An updated version of IDP (Dunning and Narula, 1998) claims that, although the general trend still holds, the stages and amplitudes are shrinking due to country-specific factors such as the quality of institutions, its economic structure, its openness to international trade and government policy towards FDI (see Dunning et al., 2006: 7) . The link between inward/outward FDI is however not causal, as emphasised by Lipsey. There is more of a co-evolution involved (Globerman and Shapiro, 2006: 10) . . The most important explanatory variable for differences between ansition and non-transition countries, or more generally between highly and mediumh make eir potential IDP path similar (small markets, similar economic structure, same timing and erefore, they have to possess certain although bviously different competitive advantages and employ specific strategies to realise them by ies of internationalisation closer to those of smaller rms, following niche strategies or following so-called pulled internationalisation driven by NEs from TE NMSs have mostly chosen one or a combination of the following strategies:
supplier to a global company; mer; and age as not originating from TEs (IT firms, services firms in general).
Ou organis ogical advantages are the most important foll e investors from different countries in this g s and case tr developed countries, may be the different weight attributed to the ownership advantages of firms and the location advantages of countries.
In spite of the strong idiosyncratic nature of such investment, although it may be for different reasons 7 it seems that at least small NMSs hold certain common characteristics whic th character of reforms, governance, similar foreign trade structure…). The fast growth of outward FDI but still deepening of the net investment position does lead to an assessment that NMSs will remain at this stage for some time to come, although with a much faster growth of outward than inward FDI on average.
Strategies and competitive advantages
MNEs from developed economies are for several reasons much stronger in terms of FSAs compared to firms from TEs. Yet the evolution of MNEs from TEs in the last decade shows that they are able to go international as well. Th o investing abroad.
Strategies
With the exception of Poland, all other NMSs are relatively small countries with mostly smaller firms compared to the leading investors in the world: large multinationals. They therefore have to find specific strateg fi their customers such as large multinationals. M
• becoming a domestic/regional market leader, after gaining a strong position and economics of scale in the domestic market; • exploiting a first-mover advantage in other TEs; • a niche strategy, specialised product, intermediary product specialisation;
• becoming a • follow the leader and follow the custo • change the im
Competitive advantages
FSAs are according to the eclectic theory a precondition for outward investment in combination with location-specific advantages and, finally, the way they can be most efficiently materialised (internalisation). In t a r assessing the pact of outward FDI in these countries at least on investors was to see how they themselves ent. Secondly, this enabled us to evaluate the rest irect investment abr
5.1.
Our su I of the sample ompanies has on average been good; investors have mostly realised what they planned at the star d and very few have achieved ie have shown that the technological advantag ba ed so much on new products and processes bu aper, although branded products. In terms of R&D expenditures, the surveyed firms s la expenditures in sales revenues of p companies is a stronger human capital base compared to non-investing companies. The share of employees with a university education in the sample firms was 24.3 percent in 2000 (an increase from 21.6 percent in 1997, see Sv
Our empirical research has demonstrated some unique advantages of firms from CEEs, like:
• marketing know-how (brands, good products, knowing how to do business) has proved to be the most important, followed by technological and organisational advantages; • innovativeness; • human capital (good knowledge of foreign languages, education, flexibility);
• early internationalisation;
• adapted technology (branded generic drugs…);
• management knowledge/style (intangible assets);
• speed of decisions, risk taking, first-mover advantage (types of advantages that can vanish); and • failures (in the past) can be productive if lessons were taken on board.
Type of competitive advantages may also determine some of the effects of such investment. From a more macroeconomic perspective such investment may be regarded by hos ntr es/investors as: weaker and less dangerous foreign partners (less fear of domination); providing mo • re appropriate technology, • being more knowledgeable regarding resources, capabilities and consumer needs in host countries due to smaller development and cultural gaps; and • being more sensitive to social responsibility (see Hall 2006) , when looking at this as a strategic asset in view of other weaknesses comp
Performance (and importance) of outward investors
he bsence of appropriate statistics (company data) almost the only way fo im assess such investment by applying a survey technique. More robust techniques are just not yet possible due to the very short time lag from a major investment taking place to get a macroeconomic assessment of such an investm ructuring role of inward FDI and thereby indirectly assess the role of ind oad.
Results of the survey
rvey of 5 CEECs demonstrated that the success of outward FD c t of the project. Very few investing firms have really faile more than they expected. There may be a bias in answers as far as success is concerned; still the results are surprisingly good given the early stage of internationalisation.
The most important effect of outward FDI for investing firms has been to gain additional market shares. The majority of sample companies introduced new products, adaptations or a wider range of products while improving their quality. Many firms increased investments in R&D. International competition thus motivated the sample companies to strengthen their firm Outward FDI proved to be instrumental in stimulating transition and facilitating EU accession to a degree f the quantitative importance of outward FDI in the economies of investing countries. It has s, which would ave been lost otherwise. Very few companies started to relocate production abroad because ally be replaced by rm-specific advantage-driven internationalisation.
-specific advantages by investing abroad. strengthening competitiveness, o been an efficient instrument of the investing company's restructuring, although not the main instrument. Companies have restructured their production programmes and even their organisation as a result of investing abroad. Investing abroad has improved a range of products, feedback with customers and in this way provided access to new knowledge clusters. By investing abroad, firms have also succeeded in keeping some job h of rising wages at home. Prevailingly market-seeking investments resulted in additional market shares abroad, the growth of exports and domestic production levels. Consequently, outward FDI enhances efficiency and restructuring. A direct presence in foreign markets has helped investing companies respond to customers' needs more rapidly. Investors have improved their image and enhanced and broadened their marketing, management and organisational skills. Outward FDI mostly complements exports. It has not crowded out domestic investment. Investing firms have on average higher growth potential than other home-country firms; exposure to foreign competition forces them to pursue high quality, adaptations and innovations which are also introduced in the home economy. Outward FDI enables firms to exploit the advantages of globalisation and to draw on factor endowments abroad. All these changes influence the industrial structure of the home economy and help bring about changes, which better reflect what the international division of labour under globalisation pressures shows to be the optimal allocation of resources. Companies that invested abroad did indeed increase the average value added per employee. Outward FDI is therefore growth-instrumental, although limited to a group of investors.
8
The internationalisation of companies from transition economies has enhanced the restructuring and transformation of the investing companies and hence stimulated the transition process. Investing abroad might be treated as a catching-up tool since it helps to narrow the gap in productivity, efficiency and knowledge (above all, in marketing, organisation and management). For many firms from small countries or for those that reached the upper limit of market concentration allowed in the home economy, investing abroad has become the most promising or only way to grow.
Direct investment abroad in most cases seems sustainable and is not a whim provided that the resulting profits are used creatively to strengthen one's own capabilities and not only to defend achieved market positions. Above-average R&D expenditures promise that the prevailing home country location-driven advantages thus far will gradu fi otal evidence, cases and acro trends do indicate that the transition has played an important yet also a mixed role. al market and consequently pushed companies look for all available means to enhance their competitiveness, including by engaging DI of these countries was expertise in privatisation y more advanced TEs which NMSs held. They are therefore able to get involved in he types of FSAs have nevertheless made potential static investment creation effects rather s Historically systemic factors in fact triggered off outward FDI. Investors abroad tried to evade the limitations of restricted socialist systems (system escape investment; see Svetličič et al., 1994) . In most countries it was tolerated or even part of the policy (see MacMillan 1987) like it is now in some emerging economies.
Transition and integration (enlargement) specific effects

9
Although we cannot robustly assess the role of transition, anecd m Initially destimulating outward FDI, policy later started to tolerate it and finally modestly stimulated it. Outward FDI was forbidden almost until the end of the 1990s. Membership in the EU and OECD for some countries finally brought these countries in line with the OECD/EU regulations. The fast change from a socialist protected economy to an open market economy also enhanced competition in the loc to economies of size by outward FDI and, later, looking for lower cost production (efficiency investment). Firms just have to start developing their FSAs in open markets with tough competition starting already at home. A very specific but relatively important factor in view of the regional allocation of the outward F b privatisation in other TEs faster and more efficiently than Western companies also due to the narrower institutional/cultural gap. One of the key advantages proved to be knowing how to do business there.
The time for evaluating the effects of EU membership is certainly too short. Secondly, EUmembership-specific factors are strongly intertwined with some of the above transitionspecific factors. They have probably worked in the same direction (EU regulation), stimulating outward FDI. Theory suggests that integration can stimulate intra trade (static effects) as well as intra FDI in the custom union or internal market. We can even speak of the dynamic effect of investment creation after membership. More important for our analysis are dynamic investment creation integration effects. The creation of a large internal market, facilitating technology/knowledge flows, a positive impact on productivity has been creating good conditions in which firms were forced to strengthen their competitiveness in order to survive and thereby also to enhance the general macroeconomic restructuring process (better allocation of resources). T modest and in the initial periods even negative. There was no longer any reason for systemescape type or tariff factories within EU markets. Therefore, some of such investment created before EU membership has been abandoned, including trade facilitating affiliations. Enlargement has, on the other hand, stronger investment creation effects since most of outward FDI is in fact directed to other TEs (still) not EU members. The effects have therefore been mixed. The new EU borders have in a way destimulated intra FDI flows to countries with previous free-trade arrangements and stimulated them from another perspective (tariff factories). Some previously local investment now became foreign (inherited outward FDI). One could expect an increasing share of outward FDI in other new EU members, therefore implying more intra new members' FDI only in the long run. Now investment among NMSs is not so important. In a very few cases are the NMSs among the first 5 outward DI partner countries. Gorynia et al. even conclude that 'there was a counter effect of heir OECD competitors since eir competitive advantage is relationship management, knowing how to do business in r with most of tariff factories (no tariffs in the EU any more). Therefore, one can xpect a certain 'calming' down of the initial rapid growth of such investment from the ice sector as a consequence of the liberalisation f it in the EU and the competitive advantages of firms from NMSs in some service activities F Poland's integration in EU which in a short run indicated a tendency to prolong the stay in the stage 2 but which is estimated to be counterbalanced in the medium term by firms increasing their FDI outflows from Poland into EU ' (2006; 9) .
We can only hypothesise that other factors presently outperform the enlargement effects. The regional orientation of outward investment in mostly other former socialist countries outside the EU provides the main illustration. It is also in line with other studies claiming that integration investment creation effects happened in many countries before integration occurred (Svetličič and Rojec, 2002) . Transition, general liberalisation and privatisation certainly outperformed integration-specific factors although already an EU association agreement and later membership certainly created the infrastructural stimulating climate for FDI.
With the transformation from more relationship-based societies/systems to more rule-based ones parallel to the advancement of the transition in the major host countries, firms FSA of investors from NMSs will obviously evaporate compared to t th similar business and political environments.
The role of transition-specific factors is, along with the advancing transition, gradually evaporating while EU integration-specific factors will be gradually enhancing its impact. Transition was an initial push factor triggering off such investment before the normal development level argument would predict such investments. The same applied to systemic factors like the system-escape type of outward FDI which ceased to exist in these countries togethe e initially very low levels due to systemic factors (transition, EU membership) parallel with the strengthening pushing role of enhancing FSAs. With the changing and enhancing of FSA more outward FDI in the EU may be expected as the asset-augmenting type of outward FDI as is already happening in the case of emerging economies' outward FDI. More outward FDI in the EU is expected particularly in the serv o (construction, engineering and design).
Yet the balance between the role of systemic vis-à-vis EU integration/enlargement factors can only be determined empirically. We can only hypostatise that the initial push of systemic factors was relatively stronger than will be the more gradual enhancing role of the strengthening of FSA as a dynamic integration effect. This is namely a much longer process by definition. Weaker FSA coupled with historical path dependence factors like strong links with a previous country or the ethnic ties of NMSs will for a longer time determine the specific geographical allocation of outward FDI.
To the extent that foreign-owned firms are also outward investors one also has to look at the restructuring role of inward FDI. In all selected NMSs manufacturing activity has shifted away from low-technology industries towards either medium-low or medium-high technology industries. Restructuring processes have been much more intensive in a foreign investor's nterprises (FIEs) than in domestic enterprises (DEs). e Dyna most. Table 7 shows that in hightech industries in me s ou erfo med DEs 2 4 tim s an in lo -tec industries 1.46 t mes, w FIEs (1.13 1.02, espectively). Th ver high labo r productivity growth of FIE high-tech industries is to a great xtent infl enced by the outlying situation in Hun (Damijan and Roj c, 2004 ). 
Sele es & ent d lopm
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Small and medium-sized firms as investors abroad
p market value), with a value of 0.4. SMEs therefore seem to have opportunities to internationalise in spite of the many limitations they face in terms of capabiliti numbers 10 although by volume large firms pre d following the philosophy that the smaller the niche the more international firm must be to gain economies of scale and scope. In spite of many limitations SMEs have some advantages like flexibility, appropriate technology/ in L of the number of investors. Smaller ones constituted from 10% in Hungary to 79% of all investors in Slovenia. The role of SMEs in outward investing is strongest in the smallest countries: Estonia and Slovenia. Specialised SMEs in these national markets are often too limited in scale to survive, and international expansion is a means of their survival.
The survey 11 evaluation indicates more similarities than differences in internationalisation patterns. SMEs' investment abroad is market-seeking. Both groups of firms identified similar barriers yet SMEs face larger financial and capacity problems whereas their larger counterparts enjoy superiority in marketing and production capabilities but, on average, lack the agility needed for swift and efficient market entry. As they frequently target specialised niches, the main competitive advantage of SMEs is technological know-how o 10 According to the EU's methodology, SMEs are those employing less than 250 employees. In addition, a company's annual turnover must not exceed € 40 million and/or its annual balance sheet must be lower than € 27 million (OECD, 2002: 7) . 11 A sample of 180 companies from Estonia, Czech Republic, Hungary, Poland and Slovenia were e hypothesis on differences between large firms and SMEs' internationalisation. Data were collected used to test by a fully ructured questionnaire in 2001. Large firms, although being in the minority in the total sample, strongly influenced the descriptive statistics. The average firm had 1,213 employees, although the majority of sample companies had less than 250 employees. SMEs altogether represented 53% of the sample. Companies with up to 07. th st 50 employees constituted 33% of the sample, medium-sized firms with 51-250 employees another 20%, and large ones over 250 employees the remaining 47%. The average age of an investing company was 28 years; large firms were statistically significantly older than SMEs (29 years versus 17 years on average). This chapter is based on Svetličič et al., 20 competitors benefit from scale economies and marketing. Home-country employment effects of SMEs are positive and larger than for large firms.
Apart from competitive advantages no differences are found in the ranking of particular motives and barriers. Market motives proved to be by far the most important, with almost no differences between SMEs and large firms. Regardless of size, all firms usually enter foreign markets firstly by trade units while cost efficiency comes in the second step. Large firms are stronger in their capabilities to exploit cost differences while SMEs are, due to their specialisation, very strongly pushed to get close to their customers to satisfy their needs, not st selling products to adapt products and services and establish closer relationships. This is ole of indirect investors ect investors.
The ffects should be any different when we evaluate the rela onship between inward-outward FDI in the case of developed and with the NMSs. The the case of NEUM countries is the pe of governance involved. Firms from NMSs may also invest abroad because external time controlling their intellectual property and defending their original products against ju particularly true for specific highly specialised service companies (consultancy and similar) or intermediary products sold mostly B2B. The only significant difference between large and SMEs was cost competitiveness although this motive is the least important reason for firms investing abroad regardless of size. Closer (or neighbouring) locations that are most frequently target host countries for their direct investment do not offer sizable differences in labour costs.
The highest barriers to the outward investing of SMEs are host-country related factors like high political risks, an unstable investment climate, or no systemic transparency. The largest difference in the relevance of barriers was access to financial resources where SMEs turned out to be more vulnerable than large firms.
The r
Frequently it is claimed that it is not really indigenous firms which invest abroad from TEs but affiliations of foreign investors (we call them indirect investors) using TEs as a springboard. Therefore, it is important to see the relationship between inward and outward FDI the differences between direct and indir re is no reason to believe that the e ti co-evolution of inward and outward FDI holds, however this does not imply causality between the two. But to the relatively stronger role of inward FDI compared to industrial countries may imply that the link in the case of NMSs could be stronger. The second countryspecific factor making the pattern of the link different in ty markets are less efficient, less transparent (weak protection of property rights for instance), and more corrupt. They use outward FDI as an instrument for overcoming such difficulties (see more on these effects, see Globerman and Shapiro, 2006: 13) . One case in point is an investment of Perutnina Ptuj in Croatia for instance 12 . It seems that companies have an easier imitations when they have a direct presence. They invested abroad in order to reduce the possibility of imitation by local producers by establishing production in the local market themselves and in such a way creating higher entry barriers to new entrants.
The more important aspect is the potential differences between the two in terms of the performance and host-country effects. They may be based on a different organisation of the international division of labour within firms (who makes the decision) and consequently who gains the benefits. In the case of indirect investors, Altzinger et al. 2003 claim that it is more the parent direct investor who makes the decisions, while the competencies of the affiliation within the network of MNCs are limited. Competencies acquired by the affiliation are also expected to be more intensively utilised by the parent.
The importance of indirect investors in the case of outward FDI by 5 CEECs varies depending on the definition of such investment. If we take 10% ownership as a benchmark, then based on our survey they constitute 56.7% of all outward FDI but less if 50% ownership is taken as e criterion (23.3%). Our survey clearly supported the expectations that the extent of indirect ated by market-related motives and, onsequently, the effects on the parent company's market shares abroad and employment are 6), indicating an overall possible ositive relationship between outward FDI and employment growth in Estonia although a rms and lso improved in the second half of the 1990s. The growth of investing companies was much th investors correlates with the level of inward FDI in the country, i.e. the higher level of inward FDI in the particular country, the higher the share of indirect investment in the total outward FDI of a respective country (see Altzinger et al. 2003: 92) .
The descriptive analysis shows some statistically significant differences between direct and indirect investors, but only if 10-percent foreign equity share criteria for indirect investors are used. Indirect investors are significantly more motiv c significantly different and positive in the case of indirect investors. The regression analysis confirmed a significantly different and positive impact of indirect investors on changes of parent companies' market shares abroad and employment. In the case of exports, no such correlation was found. It also suggests that employment effects depend on production volume in the parent company; higher-more effects. Employment is also positively correlated with indirect investors, much more than in the case of a direct investor (Altzinger et al. 2003: 108) . We expected that differences would be even more pronounced if the 50% criterion is taken as a benchmark. Surprisingly the results did not confirm this. Quite the opposite, differences were less statistically significant in the fields of motivation, competitive advantages and effects. The only significant difference was found in the difficulties they are facing (lack of financing, for instance). Compared to direct investors, indirect investors seem to have a significantly more positive influence on parent companies' market shares abroad (see Altzinger et al., 2003: 97) .
Investors versus exporters and non-investors
According to our 2001 survey, investing firms performed better than non-investing fi a faster than of non-investing firms. The issue is whether such a conclusion can also stand more robust tests when also taking into consideration the self-selection of exporters and investors. They may namely be better already from the beginning and do not learn by investing abroad, becoming more productive.
Investing abroad also enhances enterprise competitiveness according to a more robust econometric analysis (Jaklič et al., 2005) unfortunately undertaken only in the case of Slovenia. Slovenian investing firms' premiums 13 are much higher compared to non-investors and exporters. Such premiums go up to over 100% in terms of employment and sales but not in terms of productivity. Premiums differ in terms of firms' size and other aspects. The largest re in the cases of the employment of micro and large firms, and the sales of small and large firm a 3-year time lag based on a matching technique singling out nly 122 investors) revealed that firms significantly increased their sales in the second year FDI by NMSs or by TEs basically follows the traditional theory, although their IDP tages are much shorter, and the specific weight of drivers, types of FSA and consequently of resource-seeking outward FDI where emerging conomies multinationals are becoming quite strong. lthough inward FDI is still under the strong impact of the lagged privatisation processes in he type of FSAs and path (systemic) dependency decisively determine the regional a s.
Premiums (in sales, profits, productivity) are the highest in the case of investors which started to invest between 1998 and 2000, demonstrating that at least a 2-year time lag is needed for assessing the results of such an investment. 14 Even more important is a dynamic evaluation demonstrating that premiums on employment, productivity, salaries per worker and capital per worker have decreased for non-investing exporters. This analysis of 634 new investors (80% started after 2000, with o (all firms including SMEs) due to investing abroad. They also increased their profits (only small firms in the second year) and employment for medium-sized firms (negative for large firms) (Jaklič et al., 2005: 38 and 67) . 
Conclusions
Outward s types of FDI and regional orientation are somewhat different. The stronger share of inward FDI compared to industrial countries makes the role of indirect investors relatively more important although country-specific differences do exist.
The strong impact of globalisation and other external factors will speed up the IDP of NMSs. They may even jump over some stages (leapfrogging internationalisation). Some indications point to the possibility of enhanced convergence between investment behaviours of today's industrially developed countries and NMSs. New multinationals from NMSs may become competitors to small emerging economies MNCs in some niches and in some services, less so in manufacturing but not in the area e A some of these countries (one case is Slovenia), implying 'irregularities' in FDI inflows (large privatisation-related inflows), we expect a long-term balancing of the net outward position in the medium-term future at least in smaller NMSs. They can only become net investors abroad in the long term. T allocation of NMSs' investment abroad. They mostly invest in neighbouring and countries that had the same (socialist) system or even more importantly were part of the same country. Some outward FDI is also ethnically rooted. Some firms just inherited some previously local activities which then became international. EU membership has not had a major impact on outward FDI by NMSs. It is expected that EU membership will become more important parallel to the growing importance of the asset-augmenting type of outward FDI and with new enlargement. Candidate countries are namely among the major destinations for some vestors. We do not expect a very strong upsurge of investment among NMSs. Other potential of outward FDI is important when it comes to home countries but ss so in the EU context. Quantitatively, it is relatively more important indirectly through the isation is the lack of knowledge and experience f management. This is an area where firms and respective home governments can do much The restructuring le role of inward FDI as investors abroad. The role of SMEs as investors is growing although in terms of volume they are less important investors. They can invest abroad successfully provided they are fast and clever, have the ability to assimilate others' knowledge (free riding), are capable of successful networking and, most importantly, if they operate in niches.
Globerman and Shapiro concluded that the policy of promoting outward FDI is not likely to succeed unless accompanied by changes in the underlying governance of private and public sector activities, and unless outward FDI contribute to higher income levels in the home country more generally, also of those who are not owners of investing firms (2006: 37). Nevertheless, it seems that a certain orchestrating of outward FDI is needed in the early stages of the development of this, for most firms' new processes in NMSs. From the policy point of view, a really important barrier to international o in order to promote internationalisation. Education systems are not yet geared enough to educate 'ready made' global managers. Training is still functionally oriented; there remains a lack of holistic knowledge about internationalisation and outward FDI. 
1: FDI flows and sto
